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Gary L. Larson, cpa

900 Winchester Drive
Pierre, SD 57501
(605) 940-1284

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT

OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Governing Board
Three Rivers Special Services Cooperative
Phillip, Scuth Dakota

I have audited the financial statements of the governmental
activities, each major fund and the aggregate remaining fund
information of Three Rivers Special Services Cooperative (the
Coop), Phillip, South Dakota, as of and for the fiscal year ended
June 30, 2009, which collectively comprise the Coop’s basic
financial statements and have issued my report thereon dated
hugust 12, 2009. I conducted my audit in accordance with
auditing standards generally accepted in the United States of
America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the
Comptroller General of the United States.

Internal Control over Financial Reporting

In planning and performing my audit, I considered the Coop’s
internal control over financial reporting as a basis for
designing my auditing procedures for the purpose of expressing my
opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Coop’s internal
control over financial reporting. Accordingly, I do not express
an opinion on the effectiveness of the Coop’s internal control
over financial reporting.

My consideration of internal control over financial reporting was
for the limited purpose described in the preceding paragraph and
would not necessarily identify all deficiencies in internal
control over financial reporting that might be significant
deficiencies or material weaknesses. However, as discussed
below, I identified certain deficiencies in internal control over
financial reporting that I consider to be significant
deficiencies.

A control deficiency exists when the design or operation of a

control does not allow management or employees, in the normal

course of performing their assigned functions, to prevent or

detect misstatements on a timely basis. A significant deficiency
_1_ .



is a control deficiency, or combination of control deficiencies,
that adversely affects the Coop’s ability to initiate, authorize,
record, process or report financial data reliably in accordance
with generally accepted accounting principles such that there is
more than a remote likelihood that a misstatement of the Coop’s
financial statements that is more than inconsequential will not
be prevented or detected by the Coop’s internal control. I
consider the deficiency described in the accompanying schedule of
current audit findings to be a significant deficiency in internal
control over financial reporting. This is numbered 2009-01.

A material weakness is a significant deficiency, or combination
of significant deficiencies, that results in more than a remote
likelihood that a material misstatement of the financial
statements will not be prevented or detected by the Coop’s
internal control.

My consideration of the internal control over financial reporting
was for the limited purpose described in the first paragraph of
this section and would not necessarily identify all deficiencies
in the internal control that might be significant deficiencies
and, accordingly, would not necessarily disclose all significant
deficiencies that are also considered to be material weaknesses.
However, I believe that the significant deficiency described
above is a material weakness. See finding number 2009-01.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Three
Rivers Special Services Cooperative’s financial statements are
free of material misstatement, I performed tests of its
compliance with certain provisions of laws, regulations and
contracts, noncompliance with which could have a direct and
material effect on the determination of financial statement

amounts. However, providing an opinion on compliance with those
provisions was not an objective of my audit and, accordingly, I
do not express such an opinion. The results of my tests

disclosed no instances of noncompliance and other matters that
are required to be reported under Government Auditing Standards.

The Coop’s response to the findings identified in my audit is
described in the accompanying schedule of current audit findings.
I did not audit the Coop’s response and, accordingly, I express
no opinion on it.



This report is intended for the information and use of the South
Dakota Legislature, the governing board and management of Three
Rivers Special Services Cooperative and is not intended to be and
should not be used by anyone other than these specified parties.
However, as required by South Dakota Codified Law 4-11-11, this
report is a matter of public record and its distribution is not
limited.

P I T

August 12, 2009



THREE RIVERS SPECIAL SERVICES COOPERATIVE
SCHEDULE OF PRIOR AUDIT FINDINGS
JUNE 30, 2009

Prior Audit Findings relative to Financial Statement Audit:

FINDING NO. 2008-01 and 2007-01
A material weakness was reported due to a lack of segregation of
duties. This finding was first noted by the present auditor in

1992.

Status as of June 30, 2009: The condition noted in prior audits
is still applicable.



THREE RIVERS SPECIAL SERVICES COOPERATIVE
SCHEDULE OF CURRENT AUDIT FINDINGS
JUNE 30, 2009

FINDING NUMBER 2009-01
A significant deficiency and material weakness is present due to
a lack of segregation of duties in revenue, expenditure and

payroll functions.

CRITERIA: To obtain adequate internal control, the duties of
collecting and handling of cash must be segregated from the

recording of cash transactions. The duties of preparing, mailing
or otherwise distributing checks should be segregated from the
recording process. Various other accounting functions should be

performed by different people to insure a proper segregation of
duties.

POSSIBLE ASSERTED EFFECT: Inaccurate financial statements and/or
misappropriation of funds could result from a lack of segregation
of duties.

RECOMMENDATION: Management should remain aware of this situation
and attempt to provide compensating controls wherever and
whenever possible and practical.

BRUDITEE RESPONSE: The Three Rivers Special Services Cooperative
agrees with the audit finding. The Governing Board and Director
are responsible for the corrective action plan for this comment.
This condition is a result of the size of the Three Rivers
Special Services Cooperative which precludes staffing at a level
sufficient to provide an ideal environment for internal controls.
Three Rivers Special Services Cooperative has determined it is
not cost beneficial to employ additional personnel Jjust to be
able to adequately segregate duties for revenue, expenditures and

payroll. Three Rivers Special Services Cooperative is aware of
this problem and is attempting to provide compensating controls
wherever and whenever possible and practical. However, this lack

of segregation of duties regarding the revenues, expenditures,
and payroll functions continues to exist.



Gary L. Larson, cra

900 Winchester Drive
Pierre, SD 57501
(605) 940-1284

INDEPENDENT AUDITOR'S REPORT

Governing Board
Three Rivers Special Services Cooperative
Phillip, Scouth Dakota

I have audited the accompanying financial statements of the
governmental activities, each major fund and the aggregate
remaining fund information of Three Rivers Special Services
Cooperative, Phillip, South Dakota, as of June 30, 2009, and for
the fiscal year then ended, which collectively comprise their
financial statements as listed in the Table of Contents. These
financial statements are the responsibility of Three Rivers
Special Services Cooperative’s management, My responsibility is
to express opinions on these financial statements based on my
audit.

I conducted my audit in accordance with auditing standards
generally accepted in the United States of America and the
standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the
United States. Those standards require that I plan and perform
the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit
includes consideration of internal <control over financial
reporting as a basis for designing audit procedures that are
appropriate in the circumstances, but not for -the purpose of
expressing an opinion on the effectiveness of the Coop’s internal
control over financial reporting. Accordingly, I do not express
such an opinion. An audit alsco includes examining, on a test
basis, evidence supporting the amounts and disclesures 1in the
financial statements, assessing the accounting principles used
and significant estimates made by management, as well as
evaluating the overall financial statement presentation. I
believe my audit provides a reasonable basis for my opinions.

In my opinion, the financial statements referred to above present
fairly, in all material respects, the respective financial
position of the governmental activities, each major fund and the
aggregate remaining fund information of the Three Rivers Special
Services Cooperative as of June 30, 2009, and the respective
changes in financial position thereof for the fiscal year then
ended in conformity with accounting principles generally accepted
in the United States of America.
_.6_



In accordance with Government Auditing Standards, I have also
issued a report dated August 12, 2009 on my consideration of
Three Rivers Special Services Cooperative’s internal control over
financial reporting and my tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements
and other matters. The purpose of that report is to describe the
scope of my testing of internal control over financial reporting
and compliance and the results of that testing and not to provide
an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and
should be considered in assessing the results of my audits.

The Three Rivers Special Services Cooperative has not presented
the Management’s Discussion and Analysis (MD&A) and Budgetary
Comparison Schedule for the General Fund that the Governmental
Accounting Standards Board has determined 1s necessary to
supplement, although not required to be a part of, the basic
financial statements.

Do Febgeam

August 12, 2009



THREE RIVERS SPECIAL SERVICES COOPERATIVE

STATEMENT OF NET ASSETS

ASSETS:
Cash and cash equivalents
Investments
Receivables
Capital Assets:
Other capital assets, net of depreciation

TOTAL ASSETS

LIABILITIES:
Payables
Noncurrent Liabilities:
Due in less than one year
Due in more than one year

TOTAL LIABILITIES

NET ASSETS:
Invested in capital assets
Unrestricted

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

JUNE 30, 2009

Governmental
Activities

$436,072
184,376
334,463

0

$954,911

$87,694

2,273
2,273

92,240

0
862,671

862,671

$954,911

The accompanying notes to financial statements are an

integral part of this statement.
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THREE RIVERS SPECIAL SERVICES COOPERATIVE

Functions/Programs

Governmental Activities:
Instruction
Support services
Community services

Total Governmental Activities

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 3¢, 2009

PROGRAM REVENUES
Operating
Charges for Grants and
Expenses Services Contributions
$51,337 $0 $52,928
1,593,671 658,479 951,894
342,106 0 352,538
$1,987,114 $658,479 $1,357,360
GENERAL REVENUES:

Unrestricted investment earnings
Other
Total general revenues

Change in net assets

Net Assets-beginning

NET ASSETS-ending

The accompanying notes to financial statements are an

integral part of this statement.
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NET (EXPENSE) REVENUE AND
CHANGES IN NET ASSETS

Governmental
Activities

$1,591
16,702
10,432

$28,725

11,179
235,080
36,259

64,984

797,687

$862,671

-10-



THREE RIVERS SPECIAL SERVICES COOPERATIVE

ASSETS:
Cash and cash equivalents
Accounts receivable
Due from other governments
Investments

TOTAL ASSETS

LIABILITIES AND FUND BALANCE
Liabilities:
Accounts payable
Contracts payable
Payroll deductions and withholding
and employer matching payable

TOTAL LIABILITIES

Fund balances:
Unreserved

TOTAL FUND BALANCE

BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2009

TOTAL LIABILITIES AND FUND BALANCE

General
Fund

$436,072
20,957
313,506
184,376

$954,911

$58,380
27,269

2,045

87,694

867,217

867,217

$954,911

The accompanying notes to financial statements are an

integral part of this statement.
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THREE RIVERS SPECIAL SERVICES COOPERATIVE
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE STATEMENT
OF NET ASSETS
JUNE 30, 2009

Total Fund Balances-Government Funds $867,217
Amounts reported for governmental activities in the statement
of net assets are different because:

Long-term liabilities, including accrued leave payable are

not due and payable in the current period and therefore
are not reported in the funds. (4,546)

Net Assets-Governmental Funds $862,671

The accompanying notes to the financial statements are an integral part of this statement.
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THREE RIVERS SPECIAL SERVICES COOPERATIVE
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -
GOVERNMENTAL FUND
FOR THE YEAR ENDED JUNE 30, 2009

General
Revenues: Fund
Revenues from Local Sources:
Earnings on deposits:
Interest earned $11,179
Other revenues from local sources:
Services for other LEA's 658,479
Other 25,080

Revenues from State Sources:
Grants-in-aid:
Restricted grants-in-aid 922,581
Revenues from Federal Sources:
Grants-in-aid:
Restricted grants-in-aid
received from federal

government through state 434,779
Total Revenue $2,052,098
Expenditures:

Instruction:
Spectal Programs:
Other 51,337
Support Services:
Pupils-
Psychological : 7,582
Speech pathology 248,759
Instructional staff-
Improvement of instruction 1,039,697

The accompanying notes to financial statements are an
integral part of this statement.

-13-



THREE RIVERS SPECIAL SERVICES COOPERATIVE
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -
GOVERNMENTAL FUND
FOR THE YEAR ENDED JUNE 30, 2009

General
Fund
General administration-
Board of education $16,589
School administration-
Other 119,981
Business-
Fiscal services 16,637
Central:
Planning 142,922
Community Services:
Custody and care of children 342,106
Total Expenditures 1,985,610
Net Change in Fund Balance 66,488
FUND BALANCE,
JULY 1, 2008 800,729
FUND BALANCE,
JUNE 30, 2009 $867,217

The accompanying notes to financial statements are an
integral part of this statement.
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THREE RIVERS SPECIAL SERVICES COOPERATIVE
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES TO THE GOVERNMENT-WIDE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2009

Net Changes in Fund Balances-Total Governmental Funds $66,488

Amounts reported for governmental activities in the statement of
activities are different because:

Governmental funds do not reflect the change in accrued
leave, but the statement of activities reflects the change
in accrued leave through expenditures. _ (1,504)

Change in Net Assets of Governmental Activities $64,984

The accompanying notes to financial statements are an integral part of this statement.

-15-



THREE RIVERS SPECIAL SERVICES COOPERATIVE
STATEMENT OF FIDUCIARY NET ASSETS - FIDUCIARY FUNDS

JUNE 30, 2009
Agency Funds
Assets:
Cash and cash equivalents $62,097
Liabilities:
Funds held for others $62,097

The accompanying notes to financial statements are an
integral part of this statement.
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1.

THREE RIVERS SPECIAL SERVICES COOPERATIVE
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2009

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Financial Reporting Entity:

The reporting entity of Three Rivers Special Services
Cooperative consists of the primary government, which
includes the General Fund. The reporting entity 1is a

joint venture comprised of the following South Dakota
School Districts:

Fiscal Year ‘09

School District Participation
Bennett County 29%
Jones County 9%
Kadoka Area 20%
Lyman 20%
White River 20%
Wood 2%
100%

The accounting policies of the Cooperative conform to
generally accepted accounting principles as applicable
to governments.

Basis of Presentation, Basis of Accounting:

Basis of Presentation:

Government-wide Statements: The statement of net
assets and the statement of activities display
information about the primary government {the
Cooperative). These statements include the financial
activities of the overall government. Governmental
activities generally are financed through fees charged
to members, intergovernmental resources, and other
transactions.

=-17-



1.

THREE RIVERS SPECIAL SERVICES COOPERATIVE
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2009

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

The statement of activities presents a comparison
between direct expenses and program revenues for each
segment of the Cooperative, for each function of the

Cooperative’s governmental activities. Direct expenses
are those that are specifically associated with a
program or function and, therefore, are clearly
identifiable to a particular function. Program

revenues include (a) charges paid by recipients of
goods and services offered by the programs and (b)
grants and contributions that are restricted to meeting
the operational or capital requirements of a particular
program. Revenues that are not classified as program
revenues, including interest, are presented as general
revenues.

Fund Financial Statement: The fund financial
statements provide information about the Cooperative
funds. Separate statements for each fund are
presented. The emphasis of fund financial statements

is on major governmental funds.

The funds of the financial reporting entity are
described below:

Governmental Fund:
General Fund - The general fund 1is the general

operating fund. It is wused to account for all
financial resources and is considered a major fund.

Fiduciary Funds:

Fiduciary funds are never considered to be major funds.

Agency Fund Types - agency funds are used to account
for resources held by the Coop in a purely custodial
capacity (assets equal liabilities). Since agency

funds are custodial in nature, they do not involve the
_18_



1.

THREE RIVERS SPECIAL SERVICES COOPERATIVE
NOTES TC FINANCIAL STATEMENTS
JUNE 30, 2009

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

measurement of results of operations. The Coop
maintains one agency fund for the purpose of a clearing
account for certain member school districts to purchase
health insurance from a private carrier.

Basis of Accounting:

Basis of accounting refers to when revenues and
expenditures or expenses are recognized in the accounts
and reported in the financial statements.

The government-wide financial statements are reported
using the economic resources measurement focus and the

accrual basis of accounting. Revenues are recorded
when earned and expenses are recorded at the time
liabilities are incurred, regardless of when the
related cash flows take place. Nonexchange

transactions, 1in which the entity gives (or receives)
value without directly receiving (or giving) equal
value in exchange, include grants, entitlements and
donations. Revenues from grants, entitlements, and
donations are recognized in the fiscal year which all
eligibility requirements have been satisfied.

In the fund financial statements, the governmental
funds are reported using the current financial
resources measurement focus and the modified accrual
basis of accounting. Under this method, revenues are
recognized when measurable and available. The
Cooperative considers significant revenues reported in
the governmental funds to be available if the revenues
are collected within sixty days after year-end.
Expenditures are recorded when the related fund

liability is incurred, except for principal and
interest on general long-term debt, claims and
judgments, and compensated absences, which are
recognized as expenditures to the extent they have
matured. General <capital asset acquisitions are

reported as expenditures in the governmental fund.
_19_



1.

THREE RIVERS SPECIAL SERVICES COOPERATIVE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2009

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

Proceeds of general long-term debt and acquisitions
under capital leases are reported as other financing
sources. Under the terms of grant agreements, the
Cooperative funds certain programs by a combination of
specific cost-reimbursement grants, categorical block
grants and general revenues. Thus, when program
expenses are incurred, there are both restricted and
unrestricted net assets available to finance the
program. It is the Cooperative’s policy to first apply
cost-reimbursement grant resources to such programs,
followed by general revenues.

Capital Assets:

Capital assets include equipment, and all other
tangible or intangible assets that are used in
operations and that have initial useful lives extending
beyond a single reporting period.

Government-Wide Statements: All capital assets are
valued at historical cost or estimated historical cost
if actual historical cost is not available. Donated

capital assets are valued at their estimated fair value
on the date donated.

Interest costs incurred during construction of capital
assets are not capitalized along with other capital
asset costs.

The total June 30, 2009 balance of capital assets for
governmental activities includes no assets for which
the costs were determined by estimates of the original
costs.

~-20-



1.

THREE RIVERS SPECIAL SERVICES COOPERATIVE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2009

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Depreciation of all exhaustible fixed assets 1is
recorded as an allocated expense in the Statement of
Activities, with net capital assets reflected in the
Statement of Net Assets. Capitalization thresholds
(the dollar values above which asset acquisitions are
added to the «capital asset accounts), depreciation
methods, and estimated useful lives of capital assets
reported in the government-wide statements and
proprietary funds are as follows:

Capitalization Depreciation Estimated
Threshold Method Useful Life

Machinery and
Equipment $ 5,000 Straight-line 4-20 yrs

Fund Financial Statements:
In the fund financial statements, capital assets used
in governmental fund operations are accounted for as

capital expenditures of the governmental fund upon
acqguisition.

Long-term Liabilities:

All long-term liabilities to be repaid from
governmental resources are reported as liabilities in
the government-wide statements. The long-term
liabilities consists primarily of compensated absences.

Long-term liabilities for governmental funds are not

reported as liabilities in the fund financial
statements.

-21-



THREE RIVERS SPECIAL SEBVICES COQPERATIVE
NOTES TQ FINANCIAL STATEMENTS
JUNE 30, 2009
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

f. Program Revenue Recognition

Charges for goods and services are recognized as soon
as they are earned {i.e. when the goods or services
have been provided}. '

g. Application of Net Assets:

It is the Cooperative’s policy to first use restricted
net assets, prior to the use of unrestricted net
assets, when an expense 1is incurred for purposes for
which both restricted and unrestricted net assets are

available.

DEPOSITS AND INVESTMENTS, CREDIT RISK, CONCENTRATIONS OF
CREDIT RISK AND INTEREST RATE RISK

Various restrictions on deposits and investments are imposed
by statutes. These restrictions are summarized below:

Deposits - The Cooperative deposits are made in qualified
public depositories as defined by SDCL 4-6A-1, 13-16-15, 13-
16-15.1 and 13-16-18.1. Qualified depositories are required
by SDCL 4-6A-3 to maintain at all times, segregated from
their other assets, eligible collateral having a value equal
to or at least 100 percent of the public deposit accounts
which exceed deposit insurance such as FDIC and NCUA. In
lieu of pledging eligible securities, a gqualified public
depository may furnish irrevocable standby letters of credit
issued by federal home loan banks accompanied by written
evidence of that bank’s public debt rating which may not be

less than “AA” or a qualified public depository may furnish

a corporate surety bond of a corporation authorized to do
business in South Dakota.

-22-



THREE RIVERS SPECIAL SERVICES COOPERATIVE
NOTES TO FINANCIAIL STATEMENTS
JUNE 30, 2009

DEPOSITS AND INVESTMENTS, CREDIT RISK, CONCENTRATIONS OF
CREDIT RISK AND INTEREST RATE RISK (continued)

Investments - In general, SDCL 4-5-6 permits Cooperative
funds to be invested only in (a} securities of the United
States and securities guaranteed by the United States
Government, either directly or indirectly; or (b) repurchase
agreements fully collateralized by securities described in
(a) above; or in shares of an open-end, no locad fund
administered by an investment company whose investments are
in securities described in {a) above and repurchase
agreements described in (b) above, Also, SDCL 4-5-9
requires investments to be in the physical custody of the
political subdivision or may be deposited in a safekeeping
account with any bank or trust company designated by the
political subdivision as its fiscal agent.

Custodial Credit Risk - Deposits - The risk that, in the
event of a depository failure, the Cooperative deposits may
not be returned to it. The Cooperative dces not have a
deposit policy for custodial credit risk. As of June 30,
2009, none of the Cooperative’s deposits in financial
institutions were exposed to custodial credit risk.

Custodial Credit Risk - Investments - The risk that, in the
event of the counterparty to a transaction, the Coop will
not be able to recover the value of investment or collateral
securities that are in the possession of an outside party.

Investments

As of June 30, 2009, the Cooperative had the following
investments:

Fair
Rating Value
Mutual Funds:
RBC Wealth Manager
U. S. Government
Securities Fund Not Rated $ 84,376

23~



THREE RIVERS SPECIAL SERVICES CCOOPERATIVE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2009

DEPOSITS AND INVESTMENTS, CREDIT RISK, CONCENTRATIONS OF
CREDIT RISK AND INTEREST RATE RISK (continued)

Also classified as an investment 1is a $100,000 bank
certificate of deposit having a one year maturity.

Interest Rate Risk - The Cooperative does not have a formal
investment policy that limits investments maturities as a
means of managing its exposure to fair value losses arising
from increasing interest rates.

Credit Risk - State law limits eligible investments for the
Cooperative, as discussed above. The Cooperative has no
investment policy that would further limit its investment
choices.

Concentration of Credit Risk - The Cooperative places no
limit on the amount that may be invested in any one issuer.

RECEIVABLES AND PAYABLES

Neither receivables nor payables are aggregated in these
financial statements. The Cooperative expects all
receivables to be collected within one year.

INVENTORY

In the Government-wide financial statements, inventory items
are initially recorded as assets and charged to expense in
the various functions of government as they are consumed.

In the fund financial statements, inventories in the General
Fund consist of expendable supplies held for consumption.
The cost 1is recorded as an expenditure at the time
individual inventory items are consumed. Reported
inventories are equally offset by a fund balance reserve
which indicates that they do not constitute “available
spendable resources” even though they are a component of net
current assets.

-24-



THREE RIVERS SPECIAL SERVICES COOPERATIVE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2009

INVENTCRY ({(continued)
No material inventories were on hand as of June 30, 2009.

DEFERRED REVENUE

Under the modified accrual basis of accounting, receivables
may be measurable but not available. Available means
collectible within the current period or soon enough
thereafter to be used to pay liabilities of the current
period. Reported deferred revenues are those where asset
recognition criteria have been met but for which revenue
recognition criteria have not been met.

CHANGES IN CAPITAL ASSETS

A summary of the changes in capital assets for the year
ended June 30, 2009 is as follows:

Primary Government

Balance Balance
7/01/08 Increase Decrease 06/30/09

Government Activities:
Capital Assets
being depreciated
Machinery and
Equipment $ 19,000 $ - S - $ 19,000

Less accumulated
depreciation (19,000} - - (19,000)

Total capital assets
being depreciated,

net: $ 0 s 0 S 0 $ 0

-25-



THREE RIVERS SPECIAL SERVICES COOPERATIVE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2009
LONG-TERM LIABILITIES:

A summary of changes in long-term liabilities follows:

Compensated
Absences

Liabilities payable

June 30, 2008 5 3,042
Additions 2,002

Payments (498)
Liabilities payable,

June 30, 2009 S 4,54¢
Amount due in one year s 2,273

Liabilities payable at June 30, 2009 are comprised of the
following:

Compensated Absences:
Vacation leave $4,546

This liability is paid from the General Fund.
RETIREMENT PLAN

All employees, working more than 20 hours per week,
participate in the South Dakota Retirement System (SDRS), a
cost sharing, and multiple employer public employee
retirement system established to provide retirement benefits
for employees of the State of South Dakota and its political

subdivisions. The SDRS provides retirement, disability and
survivor benefits. The right to receive retirement benefits
vests after three years of credited service. Authority for

establishing, administering and amending plan provisions are
found in South Dakota Codified Law 3-12. The SDRS issues a
publicly available financial report that includes financial
statements and required supplementary information. That
report may be obtained by writing to the SDRS, PO Box 1088,
Pierre, SD 57501-1098 or by calling (603) 773-3731.

_26_



THREE RIVERS SPECIAL SERVICES COOPERATIVE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2009

RETIREMENT PLAN (continued)

Covered employees are required by state statute to
contribute the following percentages of their salary to the
plan: Class A Members, 6.0% of salary; Class B Judicial
Members, 9.0% of salary; and Class B Public Safety Members,
8.0% of salary. State statute alsc requires the employer to
contribute an amount equal to the employee's contribution.
State statute also requires the employer to make a
additional contribution in the amount of 6.2% for any
compensation exceeding the maximum taxable amount for social
security for general employees only. The Cooperative's
share of contributions to the SDRS for the fiscal years
ended June 30, 2009, 2008, and 2007 were $38,377, $48,453,
and $48,587 respectively, equal to the required
contributions each year.

RISK MANAGEMENT

The Cooperative is exposed to various risks of loss related
to torts; theft of, damage to, and destruction of assets;
errors and omissions; injuries to employees; and natural
disasters. During the period ended June 30, 2009, the
cooperative managed its risks as follows:

Employee Health Insurance:

The Cooperative obtains health insurance from a commercial
insurance carrier. This police began in fiscal year 2009
and settled claims have not exceeded coverage this year.

Liability and Workmen's Compensation Insurance:

The Cooperative purchases liability insurance and Workmen’s
Compensation from a commercial insurance carrier. Settled
claims from these risks have not exceeded liability coverage
during the last three years.
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RETIREMENT PLAN {continued)

Unenployment Benefits:

The Cooperative provides coverage for unemployment benefits
by paying into the Unemployment Compensation Fund
established by state law and managed by the State of South
Dakota.

COMMITMENT
The Cooperative leased office space in Phillip, South Dakota

under a 5 year lease. The lease is for $425 per month, thus
the commitment as of June 30, 2009 is $20,400.
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